Federal Reserve System

the account other than an exempted se-
curity unless funds sufficient for the
purpose are held in the account. In
other words, the privilege of delayed
payment in such an account is with-
drawn during the 90-day period.

(b) The Board recently considered a
question as to whether the following
situation makes an account subject to
the 90-day disqualification: A customer
purchases registered security ABC in a
special cash account. The broker exe-
cutes the order in good faith as a bona
fide cash transaction, expecting to ob-
tain full cash payment promptly. The
next day, the customer sells registered
security XYZ in the account, promis-
ing to deposit it promptly in the ac-
count. The proceeds of the sale are
equal to or greater than the cost of se-
curity ABC. After both sale and pur-
chase have been made, the customer re-
quests the broker to deliver security
ABC to a different broker, to receive
security XYZ from that broker at
about the same time, and to settle with
the other broker—such settlement to
be made either by paying the cost of
security XYZ to the other broker and
receiving from him the cost of security
ABC, or by merely settling any dif-
ference between these amounts.

(c) The Board expressed the view that
the account becomes subject to the 90-
day disqualification in §220.4(c)(8). In
the instant case, unlike that described
at 1940 Federal Reserve Bulletin 772,
the security sold is not held in the ac-
count and is not to be deposited in it
unconditionally. It is to be obtained
only against the delivery to the other
broker of the security which had been
purchased. Hence payment can not be
said to have been made prior to such
delivery; the purchased security has
been delivered out to a broker without
previously having been paid for in full,
and the account becomes subject to the
90-day disqualification.

[13 FR 2368, May 1, 1948]

8§§220.106-220.107 [Reserved]

§220.108
ties.

(a) Section 2 of the Act of June 29,
1949 (Pub. L. 142—81st Congress),
amended the Bretton Woods Agree-

International Bank Securi-
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§220.110

ments Act by adding a new section
numbered 15 providing, in part, that—

Any securities issued by International
Bank for Reconstruction and Development
(including any guaranty by the bank, wheth-
er or not limited in scope), and any securi-
ties guaranteed by the bank as to both prin-
cipal and interest, shall be deemed to be ex-
empted securities within the meaning of
* * * paragraph (a)(12) of section 3 of the [Se-
curities Exchange] Act of June 6, 1934, as
amended (15 U.S.C. 78c). * * *,

(b) In response to inquiries with re-
spect to the applicability of the margin
requirements of this part to securities
issued or guaranteed by the Inter-
national Bank for Reconstruction and
Development, the Board has replied
that, as a result of this enactment, se-
curities issued by the Bank are now
classified as exempted securities under
§220.2(e). Such securities are now in the
same category under this part as are
United States Government, State and
municipal bonds. Accordingly, the spe-
cific percentage limitations prescribed
by this part with respect to maximum
loan value and margin requirements
are no longer applicable thereto.

[14 FR 5505, Sept. 7, 1949]
§220.109 [Reserved]

§220.110 Assistance by Federal credit
union to its members.

(a) An inquiry was presented recently
concerning the application of this part
or part 221 of this subchapter, to a plan
proposed by a Federal credit union to
aid its members in purchasing stock of
a corporation whose subsidiary appar-
ently was the employer of all the credit
union’s members.

(b) From the information submitted,
the plan appeared to contemplate that
the Federal credit union would accept
orders from its members for registered
common stock of the parent corpora-
tion in multiples of 5 shares; that
whenever orders had been so received
for a total of 100 shares, the credit
union, as agent for such members,
would execute the orders through a
brokerage firm with membership on a
national securities exchange; that the
brokerage firm would deliver certifi-
cates for the stock, registered in the
names of the individual purchasers, to
the credit union against payment by



